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South Africa Outlook Revised To Negative On Worsening Fiscal And Debt Trajectory; Ratings Affirmed 
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	•
	Low GDP growth, upwardly revised fiscal deficits, and a growing debt burden are damaging South Africa's fiscal metrics.

	•
	Unless the government takes measures to control the fiscal deficit and we see sustained reform momentum, we view debt as unlikely to stabilize within our three-year forecast period.

	•
	We are therefore revising our outlook on South Africa to negative from stable.

	•
	We are also affirming our long- and short-term foreign currency ratings on South Africa at 'BB/B', our local currency ratings at 'BB+/B', and our national scale ratings at 'zaAAA/zaA-1+'. 


Rating Action
On Nov. 22, 2019, S&P Global Ratings revised its outlook on South Africa to negative from stable. At the same time, we affirmed the 'BB/B' long- and short-term foreign currency sovereign credit ratings and the 'BB+/B' long- and short-term local currency sovereign credit ratings. The transfer and convertibility (T&C) assessment is 'BBB-'. 
We also affirmed our 'zaAAA/zaA-1+' long- and short-term South Africa national scale ratings on the sovereign.
Outlook
The negative outlook indicates that South Africa's debt metrics are rapidly worsening as a result of the country's low GDP growth and high fiscal deficits. 
We could lower the ratings if we were to observe continued fiscal deterioration, for example, due to higher pressure on spending, rising interest costs, or the crystallization of contingent liabilities related to state-owned enterprises (SOEs), especially Eskom. We could also lower the ratings if economic performance weakened further or if external funding pressures were to mount. 
We could also consider lowering the ratings if the rule of law, property rights, or enforcement of contracts were to weaken significantly, undermining the investment and economic outlook. We currently view this as unlikely.
We could revise the outlook to stable if the government credibly arrested the rise in the net government debt-to-GDP ratio, controlled fiscal deficits, and improved SOEs. We could also revise the outlook if we saw a substantial improvement in the economic growth outlook.
Rationale
Our ratings on South Africa are constrained by low GDP per capita; the weak pace of economic growth, particularly on a per capita basis; its large and rising government debt burden; and sizable contingent liabilities, primarily tied to the energy utility, Eskom. The ratings are supported by the country's monetary flexibility, well-capitalized and regulated financial sector, and deep capital markets. South Africa also has moderate external debt, in particular low levels of external debt denominated in foreign currency.
Weaker-than-expected growth in the already sluggish macroenvironment has had a disproportionately negative effect on revenue collections. At the same time, enduring problems at key public enterprises--especially Eskom--are estimated to lead to higher expenditure outturns throughout the forecast period. We now anticipate that the general government deficit will average 6.2% of GDP through 2019-2022. This implies that debt, net of liquid assets, will reach 67.7% of GDP by 2022. 
Institutional and economic profile: Very low per-capita growth constrains the economy and structural impediments remain high. 
	•
	South Africa's economic growth remains well below most emerging market peers, on a per capita basis. 

	•
	Factional disagreements within the ruling ANC party threaten the reform momentum crucial for kick-starting growth.


Once again, South Africa's economic performance has disappointed, depressed by low investment, power shortages, dry weather, and limited reform momentum. We expect growth for this year to come in at 0.6%, down from our expectation of 1% in May. Unemployment is at a 16-year high of 29%. South Africa's recent poor macroeconomic performance has caused a material deterioration in the fiscal outlook and hit tax revenue generation. South Africa now faces a two-pronged challenge: to reinstate its fiscal credibility while simultaneously restoring economic growth.
The government's efforts to overcome these obstacles have focused primarily on cutting costs across government, slimming ministerial head-counts, and tackling graft. Although it attempted to push through structural reforms, few material reforms were introduced in the Medium Term Budget Policy Statement (MTBPS). 
The ANC, led by Cyril Ramaphosa, won a clear majority in the May 2019 national elections. Although the ANC's 57.5% vote share was its lowest ever (it was 62% in 2014) it can govern without the need for a coalition. Nonetheless, the growing importance of smaller parties in parliament, such as the Economic Freedom Fighters (EFF), will likely limit the ANC's wiggle room. President Ramaphosa is also likely to face further struggles from factions within his party, which have recently blocked key reforms to the labor market and nonfinancial public enterprises (NFPEs).
We estimate South Africa's GDP per capita at close to US$6,200 in 2019, a fall from US$6,400 in 2018. Real GPD per capita has been shrinking since 2014, exacerbated by the depreciation of the South African rand (ZAR). Despite considerable progress on poverty alleviation since the end of apartheid, South Africa remains one of the most unequal societies in the world, with the poorest 60% of the population controlling less than 10% of wealth. Even though unemployment remains very high, the public sector received an above-inflation pay hike last year. Meanwhile, heavy unionization in key sectors such as mining creates an insider-outsider labor market that is inflexible and further constrains GDP growth, in our opinion.
The government has started to enact important reforms aimed at restoring the credibility of South Africa's weakened institutions; for example, the reinvigoration of the National Prosecuting Authority (NPA) and the South African Revenue Service (SARS). We expect these changes will support investor confidence over the longer term. Despite these early signs of reform implementation, further structural reform to address South Africa's growth and fiscal problems has been limited.
In late 2018, the ANC adopted a resolution to explore options for land "expropriation without compensation" to correct historical imbalances. The constitutional amendment process is ongoing. Although the president has stated that any expropriation would follow due process and that agriculture should not be damaged, the prospect of this reform has worried some investors. 
We expect land and property expropriation to move slowly. Deals will be subject to the courts' scrutiny and the rule of law and the enforcement of contracts should remain in place. Our view reflects our consideration of the checks and balances embedded within South Africa's institutional framework, which includes a constitutionally independent judiciary. However, South Africa still faces significant unaddressed challenges related to high levels of poverty, unemployment, and economic inequality.
Flexibility and performance profile: Monetary flexibility remains a strength, but the government's debt burden and contingent liabilities are both substantial and growing.
	•
	South Africa's fiscal outlook has deteriorated markedly, with higher expected fiscal deficits, a larger debt burden, and still uncontained contingent liability risk. The latter is largely tied to the problematic energy utility, Eskom.

	•
	We still consider South Africa's monetary flexibility, its freely floating exchange rate, and the country's deep local currency financial markets to be significant credit strengths.


Tax collections have continued to disappoint in South Africa. Poor performance has had a clear effect--the official estimates for taxes on individuals have been lowered. This forms an important revenue line for South Africa and contributes nearly 40% of total government income. Authorities now expect it to be about 5% lower in the financial year ending March 31, 2020 than last year. A turnaround in the labor market, spurred by either reforms or a sharp improvement in growth, remains critical to any turnaround in revenues, in our view. 
Eskom's financial and operational issues have long weighed on the government. They escalated further this year, leading to extended power cuts and the need for further liquidity support. In the most recent MTBPS, the government confirmed that it would allocate to the utility an additional ZAR69 billion (over three years), on top of the ZAR23 billion per year announced in the February 2019 budget. This was urgently needed to stabilize Eskom's financial situation. Together, these payments amount to an average 0.9% of GDP in each of the next three years, and have a significant impact on the government's fiscal metrics. 
Eskom is being restructured into three distinct units. Its target completion date for this process is the end of 2021. Nevertheless, we expect the government will still need to support Eskom well into our forecast period. It will therefore likely be an enduring drain on South Africa's fiscal resources.
Interest costs have continued to rise in South Africa and are increasingly crowding out other important expenditure priorities. Currently estimated at 13.6% of general government revenues, we anticipate they will rise to 16.8% of revenue by 2022, predominantly because of the higher debt load. Interest payments could rise further if South Africa leaves the FTSE World Government Bond index, or if rates in advanced markets rise and South Africa is forced to follow.
On the positive side, South Africa's government debt is overwhelmingly denominated in rand; only about 8% is denominated in foreign currency. This shields the government debt from exchange-rate shocks. Nonresidents held 37% of the government's rand-denominated debt as of October 2019, down from a peak of 43% in March 2018. Although the large presence of international investors in South Africa's debt markets helps improve liquidity and can lower the government's cost of funding, it also means the economy is vulnerable to global emerging market sentiment and global interest rate movements.
We view contingent liabilities as sizable. This reflects the increased risk that South Africa's large NFPE sector, and Eskom in particular, could require even further extraordinary government support than currently provisioned. In addition, plans to improve the underlying financial position of Eskom and other NFPEs that have weak balance sheets may deliver results only slowly. We estimate that overall public-sector net debt will be around 80% of GDP in 2019 and will rise to an average of 84% over 2019-2022, including the debt of central and local governments and of public sector companies.
South Africa's current account deficit has been gradually climbing, after falling to a recent low of 2.5% in 2017. We estimate a deficit of 3.9% for 2019, partly driven by falling export numbers. We expect the current account deficit will remain broadly stable, at an average 3.9% of GDP over 2020-2022, as a mild pickup in exports is offset by increasing interest payments on non-resident-held debt. 
Although the current account deficit is not large by historical standards, its financing remains vulnerable to changes in investor sentiment because it is predominantly funded through volatile portfolio and other investment inflows. Such inflows can be susceptible to changes in foreign investor sentiment and emerging market appetite. Nevertheless, South Africa's comparatively low geopolitical and external security risks are a source of support for the country's external financing. 
South Africa's narrow net external debt (external debt net of liquid assets--including both foreign currency debt and rand debt held by foreign investors) is still not very high, at just below 50% of current account receipts, but is forecast to rise before plateauing at around 56% by FY2022. The main cause of its rise has been net inflows as nonresidents purchase local currency government debt securities. The tightening and subsequent loosening of interest rates in advanced markets has also resulted in some of these inflows to emerging markets, including South Africa, remaining volatile. They remain vulnerable to the risk of a sharp deterioration in external financing conditions. 
Nevertheless, we consider the depth of local currency capital markets, still-credible institutions such as the South African Reserve Bank (SARB; the central bank), and the flexible and open exchange rate regime to be key rating strengths that support our classification of the rand as an actively traded currency. This classification means that, in our view, there is a cushion against any large-scale withdrawal of external funds. Additionally, the more-flexible monetary position permits South Africa to live with less reserve accumulation and higher short-term debt levels than other sovereigns that have less widely traded currencies. 
The SARB is operationally independent, in our opinion, and pursues transparent and credible policies. There are ongoing discussions to nationalize it (it is currently partially privately owned) but we believe that any such transformation would take time and that it will remain operationally independent over our forecast period. 
Inflation has been on a steady moderating path over the past couple of years. It sat at 3.7% as of October, comfortably within SARB's target range of 3%-6%. We see higher inflation risks stemming from renewed volatility in both the rand and commodity and oil prices, but suppressed domestic demand will help contain price pressure. In its July monetary policy committee meeting, the central bank started easing again. It cut its rate by 25 basis points (bps), citing lower actual and expected inflation, as well as the weak macroenvironment. The cut was in line with the beginning of the Federal Reserve's most recent easing cycle. We forecast that inflation will remain largely within the target range for the rest of our forecast period through 2022.
We think the financial sector is, by and large, profitable and well capitalized, although small banks have recently been hit by governance issues. Banks continue to rely on concentrated short- and medium-term wholesale funding from nonbank financial institutions, since retail savings are low and contractual savings tend to be dominated by professional money managers (see "Banking Industry Country Risk Assessment: South Africa," published Oct. 17, 2018).
Key Statistics
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	South Africa Selected Indicators

	
	2013
	2014
	2015
	2016
	2017
	2018
	2019e
	2020f
	2021f
	2022f
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Economic indicators (%)

	Nominal GDP (bil. ZAR)
	3,540
	3,805
	4,050
	4,359
	4,654
	4,874
	5,115
	5,447
	5,811
	6,199
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Nominal GDP (bil. $)
	367
	351
	317
	296
	349
	368
	353
	366
	384
	404
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	GDP per capita (000s $)
	6.9
	6.5
	5.8
	5.3
	6.2
	6.4
	6.0
	6.1
	6.3
	6.6
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Real GDP growth
	2.5 
	1.8 
	1.2 
	0.4 
	1.4 
	0.8 
	0.6 
	1.6 
	1.9 
	1.9 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Real GDP per capita growth
	1.0 
	0.3 
	(0.4)
	(1.2)
	(0.2)
	(1.3)
	(1.0)
	0.0 
	0.3 
	0.3 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Real investment growth
	7.2 
	0.7 
	2.5 
	(3.5)
	1.0 
	(1.4)
	(0.5)
	1.4 
	1.8 
	2.1 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Investment/GDP
	21.2 
	20.7 
	21.1 
	19.4 
	18.7 
	18.4 
	18.1 
	17.9 
	17.8 
	17.7 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Savings/GDP
	15.4 
	15.7 
	16.5 
	16.5 
	16.1 
	14.9 
	14.2 
	14.3 
	14.0 
	13.6 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Exports/GDP
	31.0 
	31.5 
	30.2 
	30.6 
	29.6 
	29.9 
	29.7 
	30.1 
	30.1 
	30.2 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Real exports growth
	4.0 
	3.6 
	2.9 
	0.4 
	(0.7)
	2.6 
	(1.8)
	2.6 
	2.7 
	2.8 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Unemployment rate
	24.7 
	25.1 
	25.4 
	26.7 
	27.5 
	27.1 
	28.4 
	28.5 
	28.4 
	28.2 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	External indicators (%)

	Current account balance/GDP
	(5.8)
	(5.1)
	(4.6)
	(2.9)
	(2.5)
	(3.5)
	(3.9)
	(3.6)
	(3.8)
	(4.1)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Current account balance/CARs
	(17.6)
	(15.1)
	(14.2)
	(8.8)
	(8.1)
	(11.1)
	(12.3)
	(11.4)
	(11.9)
	(12.7)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	CARs/GDP
	32.8 
	33.6 
	32.6 
	32.6 
	31.4 
	31.9 
	31.8 
	32.1 
	32.1 
	32.1 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Trade balance/GDP
	(2.0)
	(1.4)
	(1.2)
	0.7 
	1.4 
	0.5 
	0.4 
	0.7 
	0.7 
	0.5 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net FDI/GDP
	0.5 
	(0.5)
	(1.3)
	(0.8)
	(1.5)
	0.2 
	0.5 
	0.0 
	0.2 
	0.5 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net portfolio equity inflow/GDP
	1.3 
	2.9 
	3.1 
	3.1 
	1.6 
	(0.1)
	1.0 
	1.5 
	2.0 
	2.5 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gross external financing needs/CARs plus usable reserves
	109.4 
	107.0 
	110.9 
	105.4 
	104.3 
	108.9 
	110.9 
	110.8 
	112.8 
	114.8 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Narrow net external debt/CARs
	9.6 
	17.9 
	8.4 
	29.6 
	45.6 
	40.6 
	49.0 
	52.4 
	54.8 
	56.0 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Narrow net external debt/CAPs
	8.1 
	15.5 
	7.3 
	27.2 
	42.2 
	36.5 
	43.6 
	47.0 
	48.9 
	49.6 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net external liabilities/CARs
	1.7 
	11.7 
	(54.4)
	(32.9)
	(38.6)
	(44.6)
	(34.4)
	(21.5)
	(8.6)
	4.6 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net external liabilities/CAPs
	1.5 
	10.2 
	(47.7)
	(30.2)
	(35.7)
	(40.1)
	(30.6)
	(19.3)
	(7.7)
	4.1 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Short-term external debt by remaining maturity/CARs
	37.8 
	37.0 
	49.4 
	46.6 
	41.1 
	44.8 
	49.6 
	48.1 
	48.2 
	47.7 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Usable reserves/CAPs (months)
	4.3 
	4.4 
	5.0 
	5.2 
	4.8 
	4.7 
	4.9 
	4.7 
	4.5 
	4.2 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Usable reserves (mil. $)
	49,696 
	49,094 
	45,891 
	47,187 
	50,748 
	51,645 
	51,648 
	51,648 
	51,648 
	51,648 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Fiscal indicators (general government; %)

	Balance/GDP
	(3.8)
	(3.7)
	(3.7)
	(3.6)
	(4.0)
	(4.3)
	(6.0)
	(6.6)
	(6.3)
	(6.0)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Change in net debt/GDP
	7.6 
	5.3 
	5.7 
	4.4 
	4.8 
	5.9 
	7.2 
	7.4 
	7.1 
	6.8 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Primary balance/GDP
	(1.0)
	(0.7)
	(0.5)
	(0.2)
	(0.5)
	(0.5)
	(2.0)
	(2.1)
	(1.5)
	(1.0)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenue/GDP
	28.5 
	28.8 
	30.0 
	29.5 
	29.1 
	29.7 
	29.8 
	29.9 
	29.9 
	29.9 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Expenditures/GDP
	32.3 
	32.5 
	33.7 
	33.1 
	33.2 
	33.9 
	35.8 
	36.6 
	36.3 
	35.9 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest/revenues
	10.0 
	10.5 
	10.6 
	11.4 
	12.0 
	12.6 
	13.6 
	15.0 
	16.0 
	16.8 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Debt/GDP
	46.1 
	48.4 
	50.9 
	52.2 
	54.4 
	58.1 
	62.5 
	65.9 
	69.0 
	71.5 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Debt/revenues
	162.0 
	168.1 
	169.6 
	176.9 
	186.7 
	195.8 
	210.0 
	220.2 
	230.5 
	238.9 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net debt/GDP
	40.9 
	43.4 
	46.5 
	47.6 
	49.4 
	53.1 
	57.8 
	61.6 
	64.9 
	67.7 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Liquid assets/GDP
	5.2 
	5.0 
	4.4 
	4.7 
	5.1 
	5.0 
	4.8 
	4.3 
	4.1 
	3.8 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Monetary indicators (%)

	CPI growth
	5.7 
	6.2 
	4.5 
	6.3 
	5.3 
	4.7 
	4.3 
	4.9 
	4.7 
	4.7 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	GDP deflator growth
	6.2 
	5.5 
	5.2 
	7.2 
	5.3 
	3.9 
	4.3 
	4.8 
	4.7 
	4.7 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Exchange rate, year-end (ZAR/$)
	10.49
	11.58
	15.55
	13.68
	12.32
	14.38
	14.85
	15.00
	15.20
	15.43
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Banks' claims on resident non-gov't sector growth
	6.0 
	9.0 
	11.0 
	4.5 
	5.9 
	6.4 
	5.0 
	5.0 
	5.0 
	5.0 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Banks' claims on resident non-gov't sector/GDP
	75.7 
	76.7 
	80.0 
	77.7 
	77.1 
	78.3 
	78.3 
	77.2 
	76.0 
	74.8 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Foreign currency share of claims by banks on residents
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Foreign currency share of residents' bank deposits
	3.9 
	4.6 
	5.9 
	5.1 
	4.7 
	5.5 
	6.0 
	6.0 
	6.0 
	6.0 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Real effective exchange rate growth
	(11.2)
	(6.1)
	(2.5)
	(6.3)
	12.8 
	1.7 
	N/A
	N/A
	N/A
	N/A
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sources: Statistics South Africa, International Monetary Fund (Economic Indicators), South African Reserve Bank, International Monetary Fund (External Indicators); The National Treasury(Fiscal Indicators); International Monetary Fund,South African Reserve Bank(Monetary Indicators).

	Adjustments: General government debt adjusted by including debt of South African Airways.

	Definitions: Savings is defined as investment plus the current account surplus (deficit). Investment is defined as expenditure on capital goods, including plant, equipment, and housing, plus the change in inventories. Banks are other depository corporations other than the central bank, whose liabilities are included in the national definition of broad money. Gross external financing needs are defined as current account payments plus short-term external debt at the end of the prior year plus nonresident deposits at the end of the prior year plus long-term external debt maturing within the year. Narrow net external debt is defined as the stock of foreign and local currency public- and private- sector borrowings from nonresidents minus official reserves minus public-sector liquid assets held by nonresidents minus financial-sector loans to, deposits with, or investments in nonresident entities. A negative number indicates net external lending. N/A--Not applicable. ZAR--South African rand. CARs--Current account receipts. FDI--Foreign direct investment. CAPs--Current account payments. e--Estimate. f--Forecast. The data and ratios above result from S&P Global Ratings' own calculations, drawing on national as well as international sources, reflecting S&P Global Ratings' independent view on the timeliness, coverage, accuracy, credibility, and usability of available information. 
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	Institutional assessment
	4
	South Africa has a relatively clearly defined political structure, and checks and balances are strong, with division of powers and an independent judiciary. South Africa also benefits from a free press and relatively sophisticated deep financial markets. Nevertheless, under the previous (pre-Feb 2018) government, institutions had been eroding and graft increasing. Funding requirements for new policy priorities and redistribution could weaken support for sustainable public finances and undermine economic growth. Corruption is perceived to be present within society and ease of doing business is moderate.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Economic assessment
	5
	Based on GDP per capita (US$) and growth trends as per Selected Indicators in Table 1.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Weighted average real GDP per capita trend growth over a 10-year period is at -0.3%, which is well below sovereigns in the same GDP category.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	External assessment
	3
	Based on narrow net external debt, as per Selected Indicators in Table 1. We consider the South African rand to be an actively traded currency, accounting for 1.07% of global foreign exchange market turnover. 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	The sovereign is displaying high current account deficits at over 10% of CAR, as per Selected Indicators in Table 1.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Fiscal assessment: flexibility and performance
	6
	Based on the change in net general government debt (% of GDP) as per Selected Indicators in Table 1.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	The country faces shortfalls in basic services and infrastructure, as reflected, for instance, by its low ranking on the UNDP's human development index. South Africa falls in the medium human development category.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Fiscal assessment: debt burden
	6
	Based on net general government debt (% of GDP) and general government interest expenditure (% of general government revenue) as per Selected Indicators in Table 1.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Contingent liabilities are classified as medium under our criteria, with the sovereign having material exposure to Eskom, and the likelihood of extraordinary government support being significant.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Monetary assessment
	2
	The rand is a free-floating currency. The central bank has a track record of independence and uses market-based monetary instruments such as Repo Rate; CPI as per Selected Indicators in Table 1. The central bank has the ability to act as lender of last resort for the financial system.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Indicative rating
	bb
	As per Table 1 of "Sovereign Rating Methodology."
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Notches of supplemental adjustments and flexibility
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	Notches of uplift
	1
	Default risks apply differently to foreign and local currency debt. South Africa has well-developed domestic capital markets and an independent monetary policy with a track record of free-floating exchange rate; with a very active local fixed-income market with secondary market trading. Foreign participation of around 40% of rand-denominated debt suggests the depth of the market and its diverse investor base.
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	S&P Global Ratings' analysis of sovereign creditworthiness rests on its assessment and scoring of five key rating factors: (i) institutional assessment; (ii) economic assessment; (iii) external assessment; (iv) the average of fiscal flexibility and performance, and debt burden; and (v) monetary assessment. Each of the factors is assessed on a continuum spanning from 1 (strongest) to 6 (weakest). S&P Global Ratings' "Sovereign Rating Methodology," published on Dec. 18, 2017, details how we derive and combine the scores and then derive the sovereign foreign currency rating. In accordance with S&P Global Ratings' sovereign ratings methodology, a change in score does not in all cases lead to a change in the rating, nor is a change in the rating necessarily predicated on changes in one or more of the scores. In determining the final rating the committee can make use of the flexibility afforded by §15 and §§126-128 of the rating methodology.


Related Criteria
	•
	General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018 

	•
	Criteria | Governments | Sovereigns: Sovereign Rating Methodology, Dec. 18, 2017 

	•
	General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017 

	•
	General Criteria: Methodology For Rating Sukuk, Jan. 19, 2015 

	•
	General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009 

	•
	General Criteria: Methodology: Criteria For Determining Transfer And Convertibility Assessments, May 18, 2009 


Related Research
	•
	Sovereign Ratings List, Nov. 18, 2019 

	•
	Sovereign Ratings History, Nov. 18, 2019 

	•
	Sovereign Risk Indicators, Oct. 10, 2019. An interactive version is also available at http://www.spratings.com/sri

	•
	Global Sovereign Rating Trends: Midyear 2019, July 25, 2019 

	•
	Default, Transition, and Recovery: 2018 Annual Sovereign Default Study And Rating Transition, March 15, 2019 


In accordance with our relevant policies and procedures, the Rating Committee was composed of analysts that are qualified to vote in the committee, with sufficient experience to convey the appropriate level of knowledge and understanding of the methodology applicable (see 'Related Criteria And Research'). At the onset of the committee, the chair confirmed that the information provided to the Rating Committee by the primary analyst had been distributed in a timely manner and was sufficient for Committee members to make an informed decision. 
After the primary analyst gave opening remarks and explained the recommendation, the Committee discussed key rating factors and critical issues in accordance with the relevant criteria. Qualitative and quantitative risk factors were considered and discussed, looking at track-record and forecasts. 
The committee's assessment of the key rating factors is reflected in the Ratings Score Snapshot above. 
The chair ensured every voting member was given the opportunity to articulate his/her opinion. The chair or designee reviewed the draft report to ensure consistency with the Committee decision. The views and the decision of the rating committee are summarized in the above rationale and outlook. The weighting of all rating factors is described in the methodology used in this rating action (see 'Related Criteria And Research'). 
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Regulatory Disclosures
	•
	Primary Credit Analyst: Ravi Bhatia, Director

	•
	Rating Committee Chair Person: Patrice Cochelin

	•
	Date Initial Rating Assigned: Oct. 3, 1994

	•
	Date of Previous Review: May 24, 2019


Disclaimers
This rating has been determined by a rating committee based solely on the committee's independent evaluation of the credit risks and merits of the issuer or issue being rated in accordance with S&P Global Ratings' published criteria and no part of this rating was influenced by any other business activities of S&P Global Ratings.
This credit rating is solicited. The rated entity did participate in the credit rating process. S&P Global Ratings did have access to the accounts, financial records and other relevant internal, non-public documents of the rated entity or a related third party. S&P Global Ratings has used information from sources believed to be reliable but does not guarantee the accuracy, adequacy, or completeness of any information used.
Materials Used In The Credit Rating Process
Sufficient information in general consists of both (i) financial statements that describe the issuer's financial condition, results of operations, and cash-flows, and (ii) a description of the activities and obligations of the entity including of its governance and legal structure. 
This credit rating was disclosed to the rated entity or related third party before being issued.
S&P Global Ratings' regulatory disclosures (PCRs) are published as of a point-in-time, which is current as of the date a Credit Rating Action was last published. S&P Global Ratings updates the PCR for a given Credit Rating to include any changes to PCR disclosures only when a subsequent Credit Rating Action is published. Thus, disclosure information in this PCR may not reflect changes to data within PCR disclosures that can occur over time subsequent to the publication of a PCR but that are not otherwise associated with a Credit Rating Action.
Glossary
	•
	Consumer price index (CPI): Index of prices of a representative set of consumer goods regularly bought by a typical household.

	•
	Current account balance: Exports of goods and services minus imports of the same plus net factor income plus official and private net transfers.

	•
	Current account receipts (CAR): Proceeds from exports of goods and services plus factor income earned by residents from nonresidents plus official and private transfers to residents from nonresidents.

	•
	Date initial rating assigned: The date S&P Global Ratings assigned the long-term foreign currency issuer credit rating on the entity.

	•
	Date of previous review: The date S&P Global Ratings last reviewed the credit rating on the entity.

	•
	Debt burden assessment: Reflects a sovereign's prospective debt level, as indicated by the general government debt relative to GDP (including assessment of contingent liabilities), the interest cost of the debt relative to general government revenue, and debt structure and funding access.

	•
	Depository corporation claims: Claims from resident depository corporations (excluding those of the central bank) on the resident nongovernment sector.

	•
	Economic assessment: Based on the analysis of economic structure and growth prospects. Reflects income levels (GDP per capita), economic growth prospects, and economic diversity and volatility.

	•
	External assessment: Based on the analysis of external liquidity and international investment position as well as the status of a sovereign's currency in international transactions. Reflects a country's ability to obtain funds from abroad necessary to meet its public- and private-sector obligations to nonresidents.

	•
	Fiscal performance and flexibility assessment: Reflects the sustainability of sovereign's fiscal deficits. Based on the prospective change in general government debt, calculated as a percentage of GDP, taking into account long-term trends and a government's fiscal flexibility and vulnerabilities.

	•
	Foreign direct investment (FDI): Direct investment by nonresidents.

	•
	GDP per capita: GDP divided by population.

	•
	General government: Aggregate of the national, regional, and local government sectors, including social security and other defined benefit public-sector pension systems, and excluding intergovernmental transactions.

	•
	General government debt: Debt incurred by national, regional, and local governments and central bank debt.

	•
	General government interest: Interest payments on general government debt.

	•
	General government liquid financial assets: General government deposits in financial institutions (unless the deposits are a source of support to the recipient institution), widely traded securities, plus minority arms-length holdings of incorporated enterprises that are widely traded plus balances of defined-benefit government-run pension plans or social security funds (or stabilization or other freely available funds) that are held in bank deposits, widely traded securities, or other liquid forms.

	•
	Gross domestic product (GDP): Total market value of goods and services produced by resident factors of production.

	•
	Gross external financing needs: Current account payments plus short-term external debt at the end of the prior year, including nonresident deposits at the end of the prior year plus long-term external debt maturing within the year.

	•
	Institutional assessment: An analysis of how a government's institutions and policymaking affect a sovereign's credit fundamentals by delivering sustainable public finances, promoting balanced economic growth, and responding to economic or political shocks. Reflects the effectiveness, stability, and predictability of the sovereign's policymaking and political institutions; transparency and accountability of institutions, data, and processes; the sovereign's debt payment culture; and security risks.

	•
	Monetary base: Local currency in circulation plus the monetary authority's local currency liabilities to other depository corporations.

	•
	Monetary assessment: The extent to which a sovereign's monetary authority can fulfill its mandate while supporting sustainable economic growth and attenuating major economic or financial shocks. Based on the analysis of the sovereign's ability to coordinate monetary policy with fiscal and other economic policies to support sustainable economic growth; the credibility of monetary policy, and the effectiveness of market-oriented monetary mechanisms.

	•
	Narrow net external debt: Stock of foreign and local currency public- and private-sector borrowings from nonresidents minus official reserves minus public-sector liquid claims on nonresidents minus financial sector loans to, deposits with, or investments in nonresident entities.

	•
	Net general government debt: General government debt minus general government liquid financial assets.

	•
	Net external liabilities: Total public- and private-sector liabilities to nonresidents minus total external assets.

	•
	Official reserves: Monetary authority liquid claims in foreign currency (including gold) on nonresidents.

	•
	Real GDP per capita: Constant-price per capita GDP.

	•
	Terms of trade: Price of goods exports relative to price of goods imports.

	•
	Usable reserves: Official reserves minus items not readily available for foreign exchange operations and repayment of external debt.



Press Office Contacts: 
	London:
	+44 20 7176 3605

	Paris:
	+33 1 44 20 6740

	Frankfurt:
	+49 69 33 999 182

	Milan:
	+39 02 72 111 245

	Moscow:
	+7 495 783 4009


  

S&P Global Ratings is the world's leading provider of independent credit ratings. Our ratings are essential to driving growth, providing transparency and helping educate market participants so they can make decisions with confidence. We have more than 1 million credit ratings outstanding on government, corporate, financial sector and structured finance entities and securities. We offer an independent view of the market built on a unique combination of broad perspective and local insight. We provide our opinions and research about relative credit risk; market participants gain independent information to help support the growth of transparent, liquid debt markets worldwide. 

S&P Global Ratings is a division of S&P Global (NYSE: SPGI), which provides essential intelligence for individuals, companies and governments to make decisions with confidence. For more information, visit www.spglobal.com/ratings. 
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If you would like to update your information (telephone number, email address, company, etc.) or change the sectors you receive press releases on, please click here. 

Visit SPRatings.com, a free, interactive, and informative portal to access highlights from our credit research offerings. Consider this your portal to perspective: www.spratings.com. 
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